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Momtumg Country Readmess for Graduahon 
Summary of Procedures 

l k s  report de~cftbes procedures for detemmng whether a country is ready for gradmon 
from U S foreign assistance where assistance is bemg used to fachtate transibon to 
democrabc pohbcal msbtubons and a market-onented economy The procedures are a 
practrcal appllcabon of avdable mformabon on the ad-reapient countnes of Europe and the 
new rndependent states m relabon to the obje~bves for a d  defined m 1egislaQon and by 
u s m  

The goals of assistance m transihon countnes are o r g d  rnto three areas buddmg 
democracy, strengthemg governance, and developmg a market onentabon m the economy 
Infornabon is provlded here to evaluate each country's performance on each goal 

Tables 2a through 22 present three types of mdicators, m the order m whch they should be 
reviewed Fmt are mdicators of country achevement on vanous aspects of transihon 
Second are mdicators descnbmg sustamabhty of the achevements Lastly are mdlcators 
wth less dlrect Interpretahon m relabon to transibons but more mtuibve appeal These are 
used to venfy the imphcabons of the first two types of mdicators For each mdicator, a 
level of performance 1s specified to suggest an acceptable standard for graduabon 

To evaluate a country on one of the three transibon goals, the country's performance on each 
mdicator relatmg to that goal is compared to the graduabon standard for the mdicator 
Where data are mssrng or there is a mtu re  of acceptable and unacceptable levels of 
performance, a judgement is requlred to decide whether enough has been achleved to 
consider graduabon The categombon of mdicators (achevement, sustamabhty and 
venficabon) gurdes the data revlew toward conclusions regardmg the strength of the 
achevement, whether the achevement is expected to persist, and how consistent the signals 
are 

Acceptable performance on all three goals (democracy, governance and market-onentahon) is 
necessary to recommend graduabon from foreign a d  Fadure on any mdicator, category of 
mQcators, or goal suggests an area of focus for future assistance 



Gmdance for Makmg Graduahon Declslons 

USAID assistance to the countries of the Central and Eastern Europe, and the new 
rndependent states (ENI) is funded through two Acts the Support for East European 
Democracy Act (SEED) and the Freedom Support Act (FSA). Thls fundlng was ongrnally 
designed for USAID'S presence to be temporary1, however, the schedule for closlng USAID 
posts is not specified m leglslabon Planned dates for close-out of asmtance m Wcular  
countries has been specified by the U S State ~epartmenf and by USAID ' Several hctors 
d e t e m e  when a parhcular post ~ 1 1 1  be closed, mcludmg 

1 whether the country is ready to graduate from foreign assistance, 
2 whether foreign assistance is effecbve rn addressmg the country's problems, 
3 whether U S "strategic" interests are served by USAID presence, and 
4 whether U S pohhcal consbtuencies are served by USAID presence 

This gmdance estabhshes a procedure for assessmg the first of these factors m the EN1 
region Some clanficahon of what is meant by the other factors 1s pmded  m Appenduc 1 

What 1s graduation? 
The concept of graduabon imphes that a recipient country has acheved suffiaent progress in 
cnhcal areas of development to assure sustamable improvement wrthout further USAID 
presence A country mght graduate 
from needs in any or all of the three 
fundamental forms of assistance 
recogwed by USAID emergency, 
transihon, and sustamable development 
A country receivmg emergency 
assistance, for example, mght progress 
to a point where the emergency no 
longer requires foreign ad,  i e mght 
graduate from emergency a d  It may 
then sttll need a d  for transihon to a 
democrabc and market-onented 

'The SEED Act of 1989 onpal ly  a u t h o d  three years of fundmg The mtmhon to end ass~stance is 
documented m the annual SEW Act ImpIementat~on Report, prepared by the Coordmator for East Eufopean 
Amstance, U S Department of State 

m e  SEED Act provldes some cntena for endmg U S assistance, a s  discussed m Box 3, Appendu 1 

%ee annual SEW A a  Zmplementatron Report, U S Department of State 

'See annual Congressional Presentatton, USAID 

%ee Strategies for Development Assrstunce, USAID 1996 



economy Sirmlarly, a country may 
graduate from translhon assistance whlle 
stdl n-g assistance for sustarnable 
development 

The logc of these forms of assistance m 
the EN1 regon i m p h  a hierarchy among 
them Emergency needs dommate 
USAID acbmbes wherever they are 
needed and USAID has a presence 
Transibon needs dommate USAID 
acbmty where they are present and there 
is no emergency Complete graduabon is 
achleved when none of the three forms of 
a d  is jusbfied 

Figure 1 flustrates the relabonshp among 
the different forms of assistance and the 
different factors govemg the decision 
whether to end USAID actwity m a 
@cular country If foreign a d  is 
meffecbve or if no form of assistance 
(emergency, transibon or sustamable 
development) is jusbfied, and no other 
factor (strategic or pohbcal) jusbfies 
USAID presence, the ad effort should cease 
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TransiQon goals 
The objecbves of the SEED Act, whtch relate to assistance m Central and Eastern Europe, 
are focused in two areas buddmg democracy and developmg a free market economy @ox 1) 
Legislated objechves for assistance to the new Independent states7 are specfied m an 
amendment to the Foreign Assistance Act of 1961 (box 2) * They are much broader m 
scope, encompassing some elements of sustamable development m addibon to transibon 

6"~ransrt~on" IS used throughout th~s paper to refer spec1fica11y to nabonal changes movmg from 
centrally planned economc systems and slngle party poht~cal regunes to market-onented ecmnormes and 
democrat~c pohhcal xegtmes 

7 ~ h e  Freedom Support Act defines the mdependent states of the former Sowet Umon to mean Armexua, 
AZdXUjillan, Belarus, Georgta, Kazakhstan, Kyrgyzstan, Moldova, Russia, Tajlhstan, Turkmemstan, Ukriune, 
and Uzbelastan (P L 102-51 1, see 3) 

%IS amendment to the Fore~gn Assistance Act IS spec~fied m the Freedom Support Act (P L 102-51 1, 
sec 201) 



The cnbcal areas of development for 
graduabon from transibon are mdicated in the 
goals for EN1 expressed m the Bureau 
strategy, although they are not worded as 
exphat gudance for graduabon (see box 3) 
The thud Bureau goal relates more dlrectly to 
emergency or sustamable development needs 
than to transibon needs The foUomg 
transibon graduabon goals are denved from 
the first two Bureau goals All three goals 
must be fully met to jusbfy graduabon from 
transibon assistance 

A country 1s ready to graduate from U S 
foreign a d  when it has acheved 

1 sustamable transibon of the 
economy to compebbve, market- 
onented mechanisms, 
2 sustainable transibon of the mechamsms for pohbcal control to democracy, and 
3 sustamable government transparency and accountabhty 

Graduabon standards 
Standards for graduabon must be specified to prowde guidance underlymg graduabon 
assessment, but ngid adherence to specific mdicator levels is lnappropnate due to poor data 
quahty, delay in data reportmg, and uneven data availabhty Pracbcal rndicators of country 
performance on transihon goals necesdy  represent a compromse between theoretmlly 
ideal measures, and measures that are avadable, bmely and relahvely rehable 

The problems of data q&ty can be largely overcome for dmon-malang purposes by 
v e n f p g  an uubal set of mdicators that relate dlrectly to graduahon goals wth a set of 
mdicators that h k  more mtuibvely to the assistance goals Thus, two sets of mdmtors are 
gwen below, one to descnbe performance m terms of the three major graduabon cntena and 
one to venfy that performance data are portraymg the situabon reasonably If the two sets 
imply different decisions regardmg graduabon m a part~cular case, further study of the 
reasons for discrepancy is needed untd a decision is clearly supported 

The mdicators of country performance should account for achevements m var~ous aspects of 
democracy, governance and market onentabon, and for the hkebhood that acceptable 
achtevement levels wdl be mamtamed, i e for sustamabhty of democracy, governance and 
market onentabon To assure that sustamabhty 1s fully considered m graduabon, a set of 
indicators focuses on that aspect of performance Table 1 summaws the mdicators used 
here to report on graduabon readmess Table 2 compares performance on each mdicator m 
each country to a standard that desmbes graduabon readmess Table 3 summarizes the 
performance of all countries m relabon to graduabon standards 



Figure 2 dustrates the relabonshlps among various rndicators used to assess a country's 
readmess for graduabon. Achevement, sustatnablllty and venficabon mdicators are 
considered sequenbally for each of the three major graduabon cntena Graduabon ~s 

recommended when adequate achuevement and sustamabfity is shown and venfied for all 
three graduabon goals 

Performance Ind~cators. Market Orxen?abon 
The goal of sustamable economc transibon to compebbve, market-onented mechamsms 
reflects U S recogrubon that market mechamsms tend to be more efficient and to offer 
broader opportunibes for partmpabon than centrally planned economlc mechmsms These 
advantages promote aggregate economc growth and enhance the prospects for poverty 
allewabon 

The advantages of a market-onented economy do not extend mto all aspects of the economy 
There remm sigruficant roles for government acbvitm in mternabonal relabons, domestrc 
regulatIonY9 prowdmg pubhc goods,1° and burldmg safety nets l1 The capaclty of the pubhc 
sector to fulfill an appropnate role m many EN1 countrres was severely reduced after 1989 
It 1s cnhcal that appropnate government acbwty not be discouraged by the effort to onent 
most of the economy to the use of markets 

Transitron to a market-orientated economy for acttwbes where pnvate control is appropnate 
is accomphshed by i n s b t u t ~ o n h g  the enwonment for open markets and burldmg the 
capacity of the pnvate sector to take advantage of market opporturutres The msbtubonal 
environment might be assessed by a subjecbve revlew of alI extant econormc legrslabon or by 
a rewew of key areas of pohcy 

The former approach is done penodlcally by several mdependent observers for muntnes m 
the ENI region One of these was evaluated recently to see how well the subjecbve 
assessments of pohcies affectmg economc freedom correlated wth subsequent economc 
growth l2 The assessment prepared by the Frasier Insbtute ylelded an mdex that related 
strongly to economc growth, confirnung the value of the mdex as a measure of pohcy 
design m relabon to effiaency m the economy The mdex considers macroeconomc 
management, trade and exchange pohcies, pubhc finance and government mtervenbon m 

9~ppropnate regul&on lncludes enforcement of fau compehhon, and pmtect~on of pubhc health, 
safety, enmnment and human nghts 

l%bllc goods mclude national defense, lnformahon collechon and &ssemmation m e  weather 
reportmg), physlcal lnfiastructure development and maintenance (hke road buddmg) and educahon 

ll'~afety nets" are lnstrtutions that protect agamt personal or group ernergencles, lncludrng disaster 
rel~ef, lncome support for the mdgent, retirement msurance and mlnlmal health care 

'*~n~ublished paper by M~chael Crosswell, Bureau for Pohcy and Program Coordmahon, USAID, 
September 1996 



mternal markets Although the Frasrer 1nsbtut.e rndex may be based on the most ngorous 
methodology, it is avadable only at five-year mcrements and, thus, 1s not typically useful for 
shomg the present state of a country's pohcies, as needed to help mth graduabon declslons 
The European Bank for Reconstrucbon and Development subjecfively assesses economc 
phcy m m e  categories l3 Good performance is generally defined m terms consistent wth 
the goal of market onentabon The average score across the m e  areas 1s used m table 2 to 
venfy the findrngs from more dlrect measures 

A more transparent approach to assessmg economc pohcy change 1s to focus on key pohcies, 
such as laws passed and implemented for foreign exchange rate hberahatron, removal of 
mappropmte trade bamers, pnvatmbon of producbon and dntnbubon of appropnate 
commdbes, and effwbve b&g W e  none of these pohcy areas can be represented rn 
a single number, adequate performance in each area is strongly correlated unth avdable 
data Table 2 indicates existmg data to serve as proxies for each of these areas 

Pohcies to promote pnvatmbon can be observed drectly, but ther impact is difficult to 
antxipate Therefore, the ratio of pnvate output to GDP is used here as a proxy that 
represents the effectiveness of pnvatmbon pohcies Tlus measure is an rncomplete rndicator 
of pohcy quahty because it does not distmguish appropnate pnvate acbvity from 
mappropnate As a general rndicator of progress m thls area, however, it acceptably 
captures the overall level of implementahon l4 

Foreign exchange pohcy mght be represented by comparmg actual exchange rates to black 
market rates, but data on the latter are not rehably avadable The pohcy q d t y  is 
represented here by an annual report of the Intemabonal Monetary Fund The report does 
not gwe a numerical valuabon of pohcy but it describes exlstmg pohcy m a fashlon that 
fachtates a subjectwe assessment of whether the pohcies are excessively restnctwe 
Standard charactenzabons are often sufficient to d e t e m e  that pohcies are acceptable 

Trade pohcy covers many sectors so it is difficult to represent concisely The trade-weighted 
average tanff is somebmes used as an aggregate measure, but it is not always avadable and 
is flawed by a narrow focus on tams among all possible trade bamers Several measures 
have been developed to express all trade policies m terms of a tmff equivalent Tlus idea 
underhes the World Trade Organmbon efforts to harmoruze the level of trade bamers 
Tanff equivalents are not regularly reported for EN1 countrres Pohcies affectmg the 
agriculture sector, however, are regularly measured by the U S Department of Agriculture, 
such that trade policy effects on agricultural producers and consumers are shown exphcltly 
Thex measures, producer and consumer subsidy equivalents, Indicate the level of government 

'%be pohcy areas ~nclude largescale pnvat~zahon, small-scale pnvatmhon, enterprise restructuring, 
pnce hbedmhon, trade and fore~gn exchange, competition, banku~g, non-bankmg finance, and investment 

%r cnhque of ths measure, see Josef Brada, "Pnvatuahon Is Transition- Or Is It?," J o u d  of 
Economic Perspectzves, Vol 10, No 2, 1996, pp 67-86 



mtervenbon m the market for each major agncultud commod~ty. For the countries m 
where agnculture is a major component of GDP or exports, the agnculture pohcy measures 
are mcomplete, but effectwe, mdicators of pohcy hberahhon, 

The measures of sustamabihty reported m table 2 emphasize the sustamabhty of the 
economy rather than its market onentabon For example, unemployment is hsted here not 
because low unemployment represents efficient resource use, but because it enhances pohbcal 
stabhty Is If an economy 1s shown by the data to be acceptably market-onented for 
graduabon, it should also pass the test of sustamabihty before gradmaon can actually be 
recommended The measures reported rn table 2 for verrficahon of country performance 
include broad assessments by mternahond orgatllzabons, both pubkc and pnvate, as well as 
some broad mdicators of personal welfare 

Performance indicators Dernocrac~ 

2 sustamable transibon of the mechmsms for pohhcal control to democracy, and 

democracy 
PVO development 

legal status 
organmbond and management capacity 
financial status 
sector cohesion 
advocacy oversight 
soclal and pohhcal stature 

media development 
free press 

legal development 
electoral process deheated 

The abhty to sustam democracy is measured by the extent of appropnate pohcies and 
inshtubons Relahvely subjecbve measures are probably necessary m th~s area due to 
avadabhty of data, but appropnate mdicators can be conceplmhed These may be collected 
or may be available m parhcular cases Subjecbve rndicators lnclude the senes prepared by 
Freedom House More objectwe measures mclude the frequency of pohbca. wolence, the 
number of pnvate newspapers sold, and the level of chantable contnbubons As wth the 
economic mdicators, some tradeoff among the aspects of democrabc transition is appropnate 

Performance indmtors Governance 

'%or a d~scuss~on of unemployment m th sense, see Padma Dew, "Gorng Global Translhon from 
Plan to Market m the World Economy,' m a forthcommg book to be publtshed by MIT Press 
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Venficabon indicam 
Because the country performance mdicators vvlll be imperfect, theu nnphcabons should be 
tested agmst alternattve mformabon on country performance before malung a decision on 
graduaQon Expert opmon, If framed m terms of the abstract goals for the country, is 
useful Data on people-level welfare is also a hkely source of vahdabon If the above 
proms mdicates a country is ready to graduate, but hfe expectancy is dropp~ng, the 
graduabon decision should rewew its premses 

The three transibon graduabon goals descnbe procedural developments rather than h t  
impacts on people The venficabon mdicators should mclude dlrect observattons on aspects 
of human welfare 

Venficabon that performance 1s appropriate can be obtmned through data that demonstrate 

1) performance on graduabon mdicators has been improvmg or has been mantamed at an 
adequate level over bme, or 
2) people-level welfare 1s adequate 

basic human needs 
housing 
health (mcludmg some enwonmental needs) 
safety (mcludmg some enwonmental needs) 
food (safety net) 
educabon 



Appendm 1 Motwabons for Fomgn Assistance 

The U S State Department recogtllzes SIX objecbves for foreign pohcy Five of these 
mohvate fomgn assstance promotmg sustamable development, bulldmg democracy, 
promotmg peace, prowdmg emergency humamtanan assistance, and advancing &plomacy 
Promotmg U S prosperity is the sutth foreign pohcy ob~ectlve.'~ Sermg at least one of 
these five purposes is necessary to justify U S foreign a d  but none of the purposes is 
suffiaent to lead to a d  

The factors d e t e m g  when USAID assistance to a country wdl cease mclude 
1 whether the country is ready to graduate from foreign assistance, 
2 whether foreign assistance 1s effectwe m addressmg the country's problems, 
3 whether U S "strategic" mterests are served by USAID presence, and 
4 whether U S pohbcal consbtuencles are served by USAID presence 

The first of these is the subject of the mam paper Each of the others is separately 
considered below 

Effectrveness of Foreign Ald 
A country's fadure to meet adequate 
standards of mfrastructure or human 
welfare is msufficient to jusbfy foreign 
a d  because foreign a d  is meffectwe m 
some crrcumstances For a country 
already receivmg ad,  a set of mdicators 
and performance levels could be defined 
to descnbe the wndibons under whch 
a d  should cease A d  mght be 
meffectwe due to weakness m donor 
capab&bes relabve to recipient needs, or 
it mght be meffectwe due to weakness 
m the recipient government Just as a 
country's development success can lead 
to graduabon, its governmental fdure 
can lead to "flunlang out " 

Weakness m donor capabhbes mght 
take the form of msmatch between donor abhhes and recipient needs or it mght come from 
shortage of donor funds Small countrres m parhcular are mefficient as recipients due to the 
economes of scale m donor actmty As donor budgets bghten, programs with potenfial to 
reach a relabvely small populatron are hkely to be cut The capacity of USAID vls a vrs 
other donors also bears on the quesbon of whether USAlD is effectwe enough to just~fy 

''USAID Congressronal Presentation Fmcal Year 19% 
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contmwng assistance In Eastern Europe, 
thls issue IS espeaally relevant as other 
donors are physically much closer and 
economcally more mtegrated wth 
potentral a d  mpients 

Weakness m recipient governments IS 
common among countnes needing foreign 
assistance Some forms of weakness, 
however, render foreign a d  meffectrve, 
for example when wmpbon prevents a d  
from reachmg targeted populatrons 
Foreign assistance vrrtually requues 
partnership wth governments m host 
countnes l7 The SEED Act identtfies two 
specific condibons of government fadure 
under whch md should be ended (box 4) 
The Freedom Support Act hsts addihonal 
guidance of rh.~s type These include 
abuse of human nghts, envuonmental 
mesponsib&ty and falure to cooperate m 
ending civll stnfe (box 5) Neither Act 
filly defines the cucumstances under 
whch a government rmght be deemed an 
unacceptable partner, but the cases they 
cite clearly mdicate the nature of 
considerabons that would justify endmg 
a d  when based on recipient government 
falures 

U S Strategic Interests 
The strategic mterests of the Unlted States cover a wde vanety of concerns, but the strategic 
mterests that potenbally motwate foreign a d  are relatxvely few Broadly spalung, U S 
strategic mterests include economc development and respect for human nghts m other 
countnes, but a narrower mterpretabon helps to focus on the addibonal reasons for 
assistance The SEED Act speclfies only one strategic mterest rabonal for endmg ad  to 
Eastern European countnes, namely, where U S nabonal secunty is threatened (box 4) The 
Freedom Support Act prowdes a longer hst of reasons for wthholdmg U S foreign ad, 
many of whlch essenbally descnbe conficts wth U S strategrc mterests These lnclude 
arms control, ltrmttng terrorism, documentmg the fate of Amencans demed m the former 
Somet Umon, and isolatmg the Cuban government (box 5) 

I71n emergency s~tuat~ons, there may be no effechve government, and emergency assistance would sttll 
be justified 

9 



.Whether to end USAlD presence 

emergency 
assistance7 emergency a d  

translon 
ass~stance? transd~on a ~ d  

or czc9 a d  

and Fi effectwe? graduate USAID presence? USAlD presence? 

close-out 

sustamable 
development 
ass~stance? 

Yes sustamable 
development 

assstance 



Graduation from Transition Assistance 

trans~tlon goals 

Banahon 
perfomance 
standards? 

tranaon 
susta~nab~lity 
standards? L 

I performance 
verified? I 

Governance 

transrbon 
perfomance 
standards? n 
transrbon 

sustamabllrty 
standards? 

transbon 
performance 

verified? 

Economy 
m 

any no ex!end Phase I 
assstance 

meets 
transrbon 

susta~nab~lrty 
standards? 

any no edend Phase II I -I assstance I 

transrbon any no 
performance ,-3 

vemied? of needs 

4 all yes 

transrbon 



Indicators of Country Progress toward Graduatron 

achievement 

sustainability 

democracy 

government 
electoral process 

deheated 
free press 

awl society 
NGO advocacy 

oversight 

government 
smooth change of 

regime 
civd socieQ 
NGO fundmg secure 
sector cohesion 

Freedom House Index 
social and pohtml 

stature of NGOs 

governance 

regular pubhc 
disclosure of 
government actrons 
and finances 

no human nghts 
abuse 

safety net burlt 

rndependent judiciary 
estabhshed 

adequate government 
revenue 

cnme rate 

market orientation 

pnvate output/GDP 
forex barriers 
trade component of 
agriculture PSE 

b e g  

debt service/exports 
fiscal balance/GDP 
unemployment 
mflabon 
domeshc 

mvestment/GDP 
producbon diversity 

GDP growth 
GDP/peak GDP 
FDIf GDP 
EBRD pohcy Index 
EU ascession 
WTO ascesslon 
rndivldual welfare 

Me expectancy 
Infant mortahty 



Country Pr~gress toward Graduation - 

Albanla 

actual level 

acceptable level 

"market 
onentahon 

(sustamabllity) 

(venficabon) 

IMF forex ratmg more flexlble 

banltlng regulabon 

0 25 mmmum debt se~ce/exports 

fiscal baIancdGDP 

unemployment 10% maximum 

25 0% maxlmum 

export diversity 9 

last 2 years each 
positive 

1 0 m i m u m  
$1386/cap (1988) 

0 100 mmmum 

GDP growth 

GDP1pea.k GDP pnor 
to transibon 

FDUGDP 

WTO relabonshp 

EU relationshp 

hfe expectancy nsmg and above 
pre-transibon level 

f i g  and below 
pre-transibon level 

rnfant m o d t y  

EBRD p o k y  Index 



I actual level ----- 
criterion indicator acceptable level 1995 

democracy held nabonal elecbons free and fm 
electmn 

free press 

NGO advocacy 
oversight 

(sustamabhty) held second elecbon smooth mstallatxon 
of newly elected 
regime 

NGO fundmg secure 

(venficatxon) stature of NGOs 

government achons 

mdependent judiciary estabhshed 

(venficatxon) cnme rate 



Summary of Country Performance 
(number of graduaQon standards met) 

Belarus 

Czech Repubhc 

Es tonla 

FYR Macedoma 

Moldova 

Poland 

Romania 

Russia 

Slovak Repubhc 

Sloverua 

aduevement 



Monitonng Country Readmess for Graduahon 

This report describes procedures for determining whether a country is ready for graduabon 
from U S fore~gn assistance where assistance is being used to facihtate transibon to 
democram politml mshtubons and a market-onented economy The procedures are a 
pracbcal apphcahon of avalable informahon on the ad-reaprent countnes of Europe and the 
new independent states m relabon to the O ~ J ~ C ~ V ~ S  for a d  defined in legislabon and by 
USAID 

The goals of assistance m transihon countnes are orgaruzed into three areas budding 
democracy, strengthemng governance, and developing a market onentabon in the economy 
Informahon IS provided here to evaluate each country's performance on each goal 

Tables 2a through 22 present three types of indicators, in the order m whch they should be 
rev~ewed F~rst are ind~cators of country ach~evement on various aspects of transibon 
Second are indicators descnbing sustamab~lity of the achievements Lastly are indicators 
with less dxect interpretabon m relahon to transihons but more lntuihve appeal These are 
used to verify the implicahons of the first two types of mdicators For each ~ndicator, a 
level of performance is specified to suggest an acceptable standard for graduatlon 

To evaluate a country on one of the three transibon goals, the country's performance on each 
indicator relatmg to that goal is compared to the graduahon standard for the indicator 
Where data are missing or there is a mixture of acceptable and unacceptable levels of 
performance, a judgement is r e q u d  to decide whether enough has been achieved to 
consider graduation The categorization of Indicators (achievement, sustarnabihty and 
venficahon) guides the data review toward conclusions regardmg the strength of the 
achievement, whether the ach~evement IS expected to persist, and how consistent the signals 
are 

Acceptable performance on all three goals (democracy, governance and market-onentahon) is 
necessary to recommend graduatlon from fore~gn a d  Falure on any mdicator, category of 
indicators, or goal suggests an area of focus for future assistance 
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Graduation from Transition Assistance 
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Indicators of Country Progress toward Graduabon 
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November 29, 1996 

Carl Mabbs-Zeno, PD 3 
Graduation criteria 

1s draft guidance describing graduation criteria for EN1 
countries, I envisage that this guidance, when completed, would 
contain all the data necessary and available for deciding whether 
a country is ready to cease USAID assistance, The present draft 
provldes a complete framework for such data, but it has many gaps 
in actual data because the technical offices have not yet been 
fully consulted. 

In my November 5 memo to the technical offlces (attached), I 
requested their input into the Bureau graduation criteria The 
need for that input has been reiterated since then in meetings 
with Jock Conly, Barbara Turner and others, however, a product is 
needed soon. My plan is to fill In the remaining gaps from the 
best available information I can obtain by Frlday, December 6. 
Please let me know as soon as possible ~f you would like to 
participate or if that date in unacceptable for your office, 

In addltion to this effort, input from the POTS and SOTS will be 
solicited Jock Conly is presently preparing the approach for 
doing this. I expect their input will take the form of revisions 
to a complete version of the criteria, given the interest in 
having a complete version immediately. 



November 5 ,  1996 

TO: Julie Otterbein, EEUD 
Wayne Ching, PER 
Kathyrn Stratos, DG 
Charles Uphaus, ED 
Carolyn Coleman, HR 

FROM : Carl Mabbs-Zeno 

SUBJECT: Graduation criteria 

USAID assistance to the countries of the EN1 region was 
originally funded with the notion that USAID1s presence would be 
temporary. As more posts close, EN1 is increasingly called upon 
to demonstrate the logic underlying the USG close-out decisions. 
Fortunately, the State Coordinator has made clear that these 
decisions wlll reflect considerable attention to host country 
needs, It is critical that EN1 provide strong analysis of these 
needs and USAID1s capabilities, 

The Bureau expertise on what is relevant in country performance 
for EN1 planning resides mainly in our technical offices. 
Therefore, as I prepare a proposal for graduation criteria, I 
would like to hear from each technical office regarding what 
indicators and performance levels would indicate an EN1 country 
no longer needs transition assistance. 

To avoid the problem of imposing any additional requirements on 
information collection, I seek only indicators from existing data 
sources. I also recognize the problem of setting up a mechanical 
procedure to guide decisions and, therefore, intend to suggest 
that the indicators be applied in a decision process that leaves 
room for a wide range of reasonable inputs, 

The indicators should: 
reveal what minlmum of country performance would be 

adequate to recommend termination of a specified area (e,g. 
environment or democracy) of USAID assistance, 
be available from existlng data sources, and 
be available for most SEED and/or FSA countries. 

The indicators might: 
be quantitative or qualitative, 
focus on current performance or sustainability of 

performance. 

The Working Group on NGO Sustainability provided a model by 
preparing a list of graduation criteria within the DG area. 
Their criteria are not yet complete and were not done 
specifically for the purposes I describe here, but they 
demonstrate what I am hoping to find, 



Unfortunately graduation criteria are needed immediately to serve 
numerous decisions already under discussion. Perhaps the need 
for haste will bring focus to the deliberations over criteria. 
Is your office interested in contributing ideas to represent your 
area of expertise in the graduation criteria discussion over the 
next week? If so, please let me know so I can include you in the 
discussions (although I hope to avoid any large meetings). If 
you are not already familiar with the needs of this exercise, 
please give me a call (647-6420). 


